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I. 


STATEMENT OF THE ISSUES 
PRESENTED FOR REVIEW 


Appellant, Allied Chemical Corporation, (“Allied”) ap- 
peals from the Order dated November 6, 1975 (App. 319a- 
323a)! and the Order for Preliminary Injunction pursuant 
thereto dated November 12, 1975 (App. 324a-325a) of the 
United States District Court for the Southern District of 
New York by the Hon. Lawrence W. Pierce. The orders 


are not reported. 


The injunction halted proceedings in a state court action 
instituted by Allied in Texas. Prior to entry of the injune- 
tion, Texaco unilaterally removed the action to the United 
States District Court for the Eastern District of Texas 


! References are to the printed Appendix accompanying this brief. 


the Texas pro- 
y construed excep- 
ons to the Anti-Injunction Statute: and 


}) Whether the a; opriate forum for trial of 


II. 
STATEMENT OF THE CASE 


| M egisti | trademark 
ГЕХАСО and other n ha r the prefix “TEX” 
| t its Union Texas 
Petroleum Division of the trademark TEXGAS on and in 


onnection with the sale of gasoline, motor oil, and liquified 
petroleum gas (“LP gas“). The Union Texas Petroleum 
Division of Allied is ba n Houston, Texas, from which 


location its aetivities are directed. Use of the TEXGAS 


mark by Allied and its predecessors has been continuous 


Section 2283 pr des A court of the United States may not 
grant an injunet to stay proeeedings in a State court except 
expressly authorized by Aet of Congress, or where necessary 


in aid of its jurisdiction, or to protect or effectuate its judg- 


ments." 


^ 


Mlied moved to transfer thi tion from New York City 
where Allied sells no goods under the TEXGAS mark, to 
the Southern District of Texas (Houston Division). Allied’: 
wholly-owned subsidiaries Техо Corporation (“Texga 
Service Stations, Inc. (*TSSI"), prin 


Ed 11101 


стра isers of the TEXGAS mark, also have their pr пера! 
places of business in Houston. The Southwest, principal 
Texas, is where use of the TEXGAS mark originated over 


twenty years ago. Allied’s motion was denied (App. 220a) 


1 
A 


( of Jefferson Count Texa the Геха г:епо 01 
a declar in of their rights in Texas, under Texa | 
law and in view of 1 

in Texas. Allied sought a declaration that the use of Пи 


mark TEXGAS in connection with gasoline, motor oil, and 
LP gas was not an infringement of these state fegistra 
tions, and that Allied's use in Texas was not an infringe 
ment of any rights of Texaco. Allied’s Original Petitior 


the Texas action is reproduced at App. ща 290а. 


Pars | 


Texaco moved to enjoin Allied from proceeding with the 
Texas action. A hearing on that motion was had before 
the district court, at which Allied agreed it would not 
require Texaco to file its answer or submit to discovi ry и 
the Texas action until the district court rul 
tion sought by Texaco. Later that same day Texaco filed 


its Petition for Removal in the Texas action \рр. 365a 
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2(0a), removing that action to the United States Distriet 
Court for the Eastern District of Texas. 


Allied, Texgas Corp., and TSSI thereupon moved (App. 


o0(8a-392a) to remand the Texas action to the state court 
on the groi nd that the removal was improper because the 


federal court lacked subject matter jurisdiction. 


its Order dated November 6, 1975 


App. 319a-323a). granted Texaco’s motion for an in- 
unction restraining Allied and those in active concert with 
\lhed from proceeding in any manner in the Texas action 


Pursuant to that Order, the district court signed its Order 
or Preliminary Injunction dated November 12, 1975 | App 
)242-225a). The Texas federal court has not ruled on the 
emand motion since the injunction intervened, and Allied 


not been permitted to have contact with that court 


In its Order dated November 6, 1975, the distriet court 


ule two findings of fact 


1 The Court finds that the action commenced by 
АШед in Texas court is concerned with substantially 


the same subject matter and seeks substantially the 

reli | the action befor« this Court 
2. The Texas action brought by Allied, originally 
ommenced in Texas state court. is now in Texas federal 

" 
E 1 ( tact hee district court's 
‘ 1 | | ied the Tollo (r 

( The Court has found that Ше Texas action is 
«entiv 1 T: Xüs Ie 1 court howeve г, even 1 Ше 
'exas action is о ed to be a state action, it is 


established law that “federal injunctive relief may be 
necessary to prevent a state court from so interfering 

a federal court’s consideration or disposition of 
a case as to seriously impair the federal court's flex 
bility and authority to decide that case.” 


Hence, the district court concluded that its injunction 
was proper in the face of the federal Anti-Injunction Sts 


ute, 28 I SC. «qn 


1 


Followit gentry if the injuneti m, Allied moved for modi 


fication of the injunction at least to permit the Texas federal] 


4 


court to consider 
( \pp 326a-339a ) 
stated ir h , ri Order 


which initially granted the injunctive 


III. 
SUMMARY OF THE ARGUMENT 


\nti-Injunction Statute, 28 U.S.C 


represents one of he strongest expressions of our consti 
tutional principles of federalism. This statute prohibit: 
federal courts from interfering with state court proceed 


ings “except as expressly aut] Act of Congress, 


or where necessary in and of its 


effectuate its judgments.” 
this brief, Allied will establish: 


l. The statutory prohibitions against enjoining a 
state action apply equally То an action unilaterally re 
moved to federal court before proper removal juris- 
diction is determined by that court. The injunction 
must he considered as one against a state court action, 
and be justified under one of the statutory exceptions 


of Section 2283. 


2. The district court erred as a matter of law in 
concluding that an injunction was proper, since none 
of the enumerated exceptions of 28 U.S.C. § 2283 exists 
in this case. 


3. The Texas action should be permitted to proceed, 
and Allied should be accorded relief in the form of a 
stay of district court proceedings in New York at least 
for a time equal to the period for which the improper 
injunction was in effect. 


4. The injunction would be improper even if it were 
directed to a federal court action in which the remand 
notion had been properly denied. This Court is re 
quested to review the matter of what is the most 


IV. 
ARGUMENT 


A. The Texas Action May Not Be Regarded As “In 
Federal Court" For Purposes Of Avoiding The Stric 
tures Of Section 2283 


1975 
рогагу 


but 
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\ 
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li 
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i | ) ) temporar 
1 ] Pieres ng по eniol 
thi | Lif ourt \t hal time the 
he Petition for R 
! | court.” Judge Pies 
but, on Ne 
) Y } na 1 га 
| novi 
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| ma 
d the Texas federal court to placi 
ee Addendum to thi 
ye] ) | trom aking a 


6, 1975, Order the district court made 


е Texas action is in federal court. Al 


ct court indicated at a later point in 


junction was deemed proper even if 


" Removal was filed in the U. S. Distriet Court 


District of Texas the same day, October 23 
the day than when the Motion for Tem 


r Order was made. (App. 275a 


defendant 


federal « iri and Obtained an inju n irom the court u 

New Yor} against further proce ling п! emoved Cah 

fornia tion. Judge Learned Hand of Court. vacated 
the injunction and tated 

lloweve 0 no Т to important he er 

the tate action 1 de tact in the ederal rt 

until remand, or whether it has never be n removed 


at all, because the rights of the parties cannot in ow 


judgment be made to depend upon such niceties. Wi 
think it apparent that section 2¢ t predecesso 
of 28 U.S.C 2250 пау not be evaded by such а 


subterfuge, and that appellees mav not a complis? 


two steps what they concededly could not do in on: 
If one 1 only to file removal ers in the teeth of 
the statute, and the» lo Hi | in the federal T 
Бу ап гп?инсПпоп, гроб purp se of the / « d 
fé ited The section repre sents a poli ‚ nearly lal 
as the Constitution itself, and is not to be circumvented 


by a contr те which the law does nol warrant 


(3 F.2d at 5, emphasis added) 


The Higgins case expressly refutes the concept that the 
untested jurisdiction of a federal court over a removed 
action, prior to a remand determination, may be used to 
avoid the purpose of Section 2283. The federal court to 
which a state action is removed must determine whether it 
has jurisdiction over the subjeet matter of the removed 
action. See, for example, McRae v. Arabian American Ой 
Co., 293 F. Supp. 844, 846 (S.D.N.Y. 1965); Teeter v. Iowa- 
пох Gas & Electric Co., 237 Е. Supp. 961, 962 (Х Э Iowa 
1964). ТІ ile is well settled that one seeking te invoke 
a federal court's jurisdiction must demonstrate its exist- 
спее, and the presumption is that the court lacks juris- 
diction until such jurisdiction is shown to exist. C. Wright, 
FkpERAL Courts $7, at 15 (1970). In remand cases, how- 


ever, the unilateral filing of a removal petition immediately 


halts all the state court proceedings unless and until the 


remanded. Lowe v. Jacobs, 243 F.2d, 432, 433 (5th 


1.5. 842, 78 S.Ct. 65 (1957). 


П vacating the Injunetion against proceedings in the 


removed California action in Higgins. this Court recognized 


| if an improper removal petition could be used to 
support an injunetion which would place a removed action 
in limbo in federal court, the purpose of Section 2283 would 


be wholly frustrated. Such a result should not be permitted, 
and the prohibition of Seetion 2282 against enjoining state 
court proceedings must be applied as well to proceedings 
removed from state to federal court at least until such 
time as that federal eourt determines that it has jurisdiction 


over the proceedings sought to be enjoined. 


In the present ease, Allied and its subsidiaries have 
sought remand of the Texas action to the state court. The 
Texas federal court’s consideration of Allied’s motion has 
been frustrated by Texaco’s suggestions to that court that 


the action be placed on the court’s inactive docket pending 


determination of this appear. (Dee Addendum following 
this brief.) Allied is presently enjoined from pursuing a 
proper remand of the Texa action, and the erroneousness 
of that injunction is evidext. The injunction must not be 
permitted to stand on the basis that the Texas federal 
court has jurisdietion arising from the mere filing of a 


removal petition. 


B. Section 2283 Is An £xpress Limitation On The Power 
Of A Federal Court To Interfere In State Litigation 


Under the fundamenial principles of federalism, the 
power of the distriet court to enjoin Allied from proceeding 
in the Texas action is governed by the federal Anti- 


Injunction Statute, 28 U.S C. $ 2285, which provides: 


A court of the United States may not grant an injune- 
tion to stay proceedings in a State court except as 
expressly authorized by Act of Congress, or where 
neeessary in aid of its jurisdietion, or to protect or 
effectuate its judgments. 


The Anti-Injunction Statute is more than an expression 


of comity; it mandates an express limitation on the power 


of federal courts to enjoin state court proceedings. That 
limitation was clearly expressed by the Supreme Court in 
Atlantic Coast Line Railroad Со, V. Brothe rhood of Го: )- 


motive Engineers, 398 U.S. 281, 90 S.Ct. 1739 (1970): 


On its face the present Act [28 U.S.C. € 2283] is an 
absolut. proh ition against enjoining state court pro- 
ceeaings, v the injunction falls within one of three 
specifically аелпеф exceptions. The respondents here 
have intimated that the Act only establishes a “prin- 
ciple of comity,” not a binding rule on the power of the 
federal courts. The argument implies that in certain 
circumstanees a federal court may enjoin state court 
proceedings even if that action cannot be justified by 
any of the three exceptions... . [A]ny injunction 
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agamst state court proceedings otherwise proper under 
general equitable prine iples must be based on one of the 
specific statutory exceptions ti 2283 if it is to be 
upheld. Moreover’ since the statutory prohibition 
against such injunctions in part rests on the funda- 
mental constitutional independence of the States and 

А their courts, the exceptions should not be enlarged by 
loose statutory construction. (398 U.S. at 286-287, 
emphasis added). 


4 As discussed above, the Texas action in its present 
posture must be regarded as a state court proceeding for 
, purposes of applying Section 2283. Hence, Ше district court 
may not enjoin that proceeding unless the injunetion is 
permitted by one of the three enumerated exceptions to that 
section. It is well settled that the prohibitions of the statute 
are not “evaded by addressing the order to the parties" as 
was done in this case, rather than to the state court itself. 


(Id., 398 U.S. at 28 


1. None of the Three Statutory Ex eplions Applies in 


lhe Present Case 


Under the prohibitions of 28 U.S.C. $ 2253, for an injune- 


tion of state ргосе edinegs to be proper if must be (1) "ex- 
pressly authorized D^ Act of Congress," (2) "necessary in 
ald of [the district пт 5 | jurisdiction,” or (3) “to protect 


7 


or effectuate [the district court's] judgments. 


In the present case there is no express authorization by 


Act of Congress for issuance of the injunction by the district 


court, and none is asserted to exist by Texaco. 


The “necessary in aid of” jurisdiction exception to Section 
2285 refers to injunctions necessary to prevent conflicts 


going to the very authority f the federal courts. The 


exception was added to Section 2283 to permit injunctions 
pursuant to 28 U.S.C. $1651 [АП Writs Act] “and to 


make clear the recognized power of the Federal courts to 


stay proceedings in State cases removed to the district 
courts.” Reviser's Note to 28 U.S.C.A. < 2283. It is in this 
context t] the Supren Courts language in Atlantic 


Coast Line Railroad Co. v. Brotherhood of Locomotive 


Engineers, 398 U.S. 281, 295, 90 S.Ct. 1739, 19 


ti 


(1970), 


must be read: 


[I]f the District Court does have jurisdiction, it is not 
enough that the requested injunction is related to that 
jurisdiction, but it must be “necessary in aid of” that 
Jurisdiction. While this language is admittedly broad, 
we conclude that it implies something similar to the 
concept of injunctions to “protect or eifectuate” judg- 
ments. Both exceptions to the general prohibition of 
; 2283 imply that some federal injunctive relief may 
be necessary to prevent a state court from so inter- 
fering with a federal court's consideration or dispo- 
sition of a case as to seriously impair the federal court's 
flexibility and authority to decide that case. 


The “in aid of" jurisdiction condition is not satisfied by 
the coexistence of both state and federal actions related 
to similar subject matter. Indeed, most frequently, an 
injunction issues in aid of a federal court's jurisdiction 
when that federal eourt has obtained jurisdiction of a res, 


and enjoins state interference with that res. 
An injunction directed against an in personam action 


in state court is not justified as “in aid of" the federal 
court's jurisdiction. 


Jennings v. i?oenuing & Co., 482 F.2d 1128, 1132 (3d Cir.), 
cert, denied, 414 U.S. 1025, 94 S.Ct. 450 (1973), made this 


clear: 


A controversy is not a Tres, and al controversy ove 
a mere question of personal liability does not involve 
the possession or control of a res. Therefore, an action 


12 


to enforce such a liability does not tend to impair or 

defeat the jurisdiction of the court in which a prior 

action for the same eause is pending. Both courts are 

tree to proceed, each in its own way and in its own 

time, without reference to the proceedings in the other 
court. 

an injunction, the 

personam action. 2 J. 

NFAIR ('oMPETITION 5 32.14, 

the established rule that **where the 

first action is in personam . . . another action for the 

same cause im another jurisdiction is not precluaed." Kline 

В On / 0., 26 „55. 226, 230. 43 S.Ct, T9. 


2 HI - 


51 (1922). 


is been equally well recognized in this circuit: 


The poliey of the anti-injunction statute, 98 U.S.C. 


NO, 1s fo prohibit enjoining of state court suits 


in those situations where the real or potential 


threatens the very authority the federal 
Е j Benjamin, 440 F.2d 105, 108 
U.S. 987, 91 S.Ct. 1664 


+ 


äs l assumed jurisdiction 
s, and the Te action does not threaten in any 


the jurisdictio the district court. 


Neither does thi potential cata or collateral 
estoppel arising from the state act represent a threat 
to the distriet court’s jurisdict n Vernitron, plaintiff 
brought a federal court action alleging essentially the 
‘ame matters involved in a prior state court action plus 
several counts under the Securities Exchange Act of 193 ? 
and simultaneously sought to enjoin the state proceedings. 


The district court granted the injunction as in aid of its 


jurisdiction over the Securities Exchang 

soning that collateral estoppel could arise i 
action if findings of fact \ ' made in the state proceeding, 
thereby “depriving” the federal court of its jurisdiction. 
In rejecting this interpretation of Section 2283, this Court 


stated: 


We disagree with this ultimate conclusion. There 
can be no question but that the doctrine of collateral 
estoppel would be applied in any instance where the 
state court had determined a factual issue arising ii 
a subsequent federal litigation. Restatement of Judg 
ments, Chap. 3, §68(1) (1942); e.g. Counelly v. Balk- 
will, 174 F.Supp. 49 (N.D. Ohio 1959). Eut, to justify 
an injunction of a state court action, “ | 
cient to show tha T TIT! properl „Тот 
court embraces issues within the compass of the fede 
suit, even tf the federal court has exclusive jurisdiction 
over its case," Greater Continental Corporation V. 
Schechter, 304 F.Supp. 325, 330 (S.D.N.Y. 1969), appeal 
dismissed 422 F.2d 1100 (2 Cir. 1970) : accord., I 
Westinghouse, 201 F.2d 510 (2 Cir. 1953). TI 
reason why the state court cannot or should not det 


mine issues of fact and state law relevant thereto as 


they eome up in the state litigation. The subsequent 
effect of collateral estoppel, far from requiring the 


federal eourt to stay proceedings in the state court, 


is a result which should be weleomed to avoid the task 
of reconsidering issues which have already been set- 
tled by another competent tribunal. Klein v. Walston 
Co., 482 F.2d 936 (2 Cir. 1970); see, generally, Restate- 
ment of Judgments, Chap. 3, $70 (1942). (440 F.2d 
at 108, emphasis added) 


Accord, Je птпоз v. Военна d 


(3d Cir.), cert. denied, 414 U.S. 


The presence of federal trademark issues in the district 


court action is of no assistance in justifying the improperly 


+ " 
statute. 


Moreov 
гешатк reg "al 1 'oninion 


COM 


tion to trans- 
an injunction may proper 

ssue to protect the judgment of this Court. 28 U.S.C 
1 rt. S. 


ә 


'ourts shall 
g under 
plant variety prot: 
jurisdiction shall be 
in patent, plant variety prot 


ovides: “The district and territorial courts 
States shall have original jurisdiction, the cir 
ippeal of the United States and the United States 
Appeals for the District of Columbia shall have 
appelate jurisdiction, of all actions arising und 


thout regard to the amount in controversy or to 
ack of diversity of the citizenship of the parties.” 


f 


ead hoth 
federal and state court act L t o in alleged 


breach of contract. Koehring sought and obtained from an 


Oklahoma federal district court, to which the federal action 
had been transfer: 
Appeals for 
ceedings in a Mississippi sta 
same Claims. Hyde appealed. T! 
ansfer order decided only where the action should 


nder federal convenience stat dards, and did not 


in any way with proceedings in the Mississip 


s 
pi 
court action. In dissolving the injunction, t! 


said: 


Koehring argues further th: : | 
missible to protect or effectuate the federal јодот 
of the Fifth Circuit ordering the transfer to the 
Northern Distriet of Oklahoma. We have held that 
the proteetion-of-judgments exception in $ 2283 was 
included within the 1948 revision of the Judicial Code 
to overcome the effect of the decision in Toucey V. 
New York Life Insurance Со., 314 U.S. 118, 62 S.Ct 
139, 86 L.Ed. 100, and *to give Federal Courts the 
power to enjoin the relitigation of cases and contro 
versies which have been fully adjudicated in such 
courts." It may be that in some situations the exception 
extends to interlocutory orders [citing Sperry Rand 
Corp. v. Rothlein, 288 F.2d 245, 249 (2d Cir. 1961) | 


but we have no reason here to recognize any such 


exception. ... The Mississippi proceedings in no way 
eonfliet with the decision that the Northern District 
of Oklahoma is the more convenient federal forum 
Our conclusion is that the Oklahoma federal injunction 
is not within any of the exceptions found in $ 2283 
and consequently is forbidden by that statute. (388 
F.2d at 510, footnotes omitted). 


Although Judze Pierce did not refer to the 
Rand Corp. v. Rothlein, 288 F.2d 245 (2d Cir. 


inter 
exception to the 


clearly 


perry Was 


of its dis 


had been 


btained discovery In 


a state court 
evidence so obtained. 
order against 


permitting the injunction 


\nderson’s order did not “stay 
‘t” within the meaning and 
avenue available to [Sperry] 


closed by the order; only use 
( га! court disi оуегу was de nied, 


of comity announced 

З, the federal courts 

m which a requested 

impact. In this ease it is 

addressed in terms to 

idence alone that persuades us 

ie kind of injunction forbidden by 5 2283. 


s beeause i^ order does no more than 


+} 


t 
| 


ive the pla пай appellant of the benefits of federal 
irt discovery, which the district judge believed would 
used inequitabl , and because it leaves access to 
'TWIse unrestricted, that the in- 


пе scope of § 2283. (288 F.2d 


in Sperry also held that the injunc- 
to effectuate [the district 


the state proceedi 

There is no basis in the 

district court’s injunet 

distinguished as to transfei 
at 510. See also ¢ 


Miner, 303 F.2d 125, 128 


The recent ca Cart е l e. F.2d 14 
complaint was filed in L 
antitrust violations and 
sequently brought 

court tor 

contract. Carter removed 
to Delaware federal court and 
the action to Louisianaa, or s ty pl 
Ogden voluntarily dismissed the 
action and immediately refiled 
joining its parent corporation as a party 
removed this second action to Delaware federal court, and 
moved the Louisiana federal court for an injunction against 
Ogden’s filing or prosecuting any other actions 
Carter. The district court, apparently believing 
Ogden’s Delaware actions were filed to harass 
that those actions also 
its jurisdiction, granted Carter’s 
injunction. In reversing this injunct 


stated: 


This issue is decided by 28 U.S.C.A. 


statute has been interpreted very strictly by 
As this Court stated in T. Smith € Sons, Inc. v. 
Williams, 5 Cir., 1960, 275 F.2d 397, 407, *(t)he phras 


state proceed 
In per nam 
and federal 

) 

; г é 1 / í hrst 
f Dallas, 1964, 377 U.S. 408, 84 S. , 
2 L.Ed.2d "DAE Kline «x Burke Construction Co 1922, 
60 U.S. 226, 43 S.Ct. 79, 67 L.Ed. 226; Hyde Construi 
hop ( v. Koehring Co., 10 Cir., 1968, 388 F.2d 501, 
| U.S 905, 88 S.Ct. 1654, 20 L.Ed.2d 


hown no evidenee that the 


interfere with the jurisdic- 
se, While it 


iat the Delaware state 

federal eourt at the time 

federal court's injunction, and Ogden had 
tion to remand the ease to Delaware 

ireuit noted that *it is uncertain 
Delaware suit will be heard in 

at 76, n. 6, and never- 


controlling. 


‘ease is directly in point and clearly illustrates 
1 4 
ш 


ct between the district court’s injunction 


se and Section 2283. The injunction must 


1) 
h D 


The trict court's Conclusions T 4 forth in its 
Order dated November 6, 1975 (App. 321а-323а), have по! 
focused on the limited powers « he federal courts to enjoin 
proceedings in state court i 1 , and reflect Ше court’s 
erroneous Finding of Fa и he Texas action is now 

fedeval court for the purposes of applying 28 U.S.C 

idenced by Conclusion No. 6 which es-en- 
‘onditions under which ‘concurrent state 
is may Бе enjoined. For example, Con 


1 reads: 


histori power of a court of equity is 
oin a party from proceeding in another 
se this proceeding circumvents the policy 


> forum issuing the injunction; because it is vexa 


and oppressive; where the injunction is necessary 


ct the court’s in rem or quasi in rem jurisdic 


i; and m other situations where equitable considera 


o tne other ргосеефи ge." 
( “ 65.19 


Footnote on itted ) 


These ; the criteria f Injunction ' concurrent 
leral ‘tions e's f < 0 the limite power of 


federal courts t 1 ate court proe «li follows 


the above quote Veri pages: 


And from a very early time in our judicial history 
Congress has restricted the grant of injunctions bv 
federal courts to stay state court proceedings. 
Despite some disposition on the part of the lower 
eourt's [sic] to read [Section 2283] as a return to 
general equity principles, the Supreme Court has made 
it clear that injunctions against pending state court 
litigation are not to be issued unless the case falls 


Jud Pierce, and tha 
пи Геха court Most 
annot be deemed 


Мес’ ‘mand motion withou 


ipon CASES 
( v. Е 
1944); Coakl 
Ги 367 F.2d 


court against proce edings 


actions 


ate and federal court 


melusion of Law No 6. quoted 
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' the Texas action is consider: d to be a state 
established law that “federal injunctive 

ri Fa ay e necessary to prevent a state court from 
хо interfering with a federal court's consideration or 


disposition of a case as to seriously impair the federal 


court's flexibility and authority to decide that case.’ 


\рр. 322a-322 


f 


The district court's reliance 01 lis truncated excerpt of 
Reliance on virtually the 

was criticized by the Third Circuit 
v. Boenning £ Co., 482 F.2d 1128, 1134 (3d 


, denied, 414 U.S. 1025, 94 S.Ct, 450 (1973), which 


Injunction against entorcement ol 


eourt lacked 


here is onlv the ety unction, 
remani nination 


red below. 


modi 


Court 
New Ye ГА i А Техасо argued at Allied not iw 


permitted to pursue its remand mot (App. 342a-346a). 


The district court agreed. That is clearly an error of law. 


C. To Restore The Balance Between This Action And 
The Texas Action, Proceedings In This Action Should 
Be Stayed 


The effect of the injunction м rongfully entered in this 
action by the district court has been the unwarranted delay 
of proceedings in the Texas action. To restore the status 


quo between this action and the Texas action as it existed 


4. 
. 
T 
Ў 
) 
ре 
18 
ДР 
n 
d E 
за 


when Ше injunetion was entered, proceedings in this aetion 


should be stayed until there have elapsed, following this 
Court’s mandate, as many days as the injunction was 
in effect. 


The balance between proceedings in the Texas action 
and those in this action ean be ri stored от ly by such a 
stay of proceedings in this action. Failure to restore this 
halance is tantamount to permitting Texaco to obtain the 
benefit of its improperly obtained injunction against Allied. 
That a stav of proceedings in this action is the appropriate 
corrective measure is clearly shown by the exse of Hayes 
Industries, Inc. v. Caribbean Sales Assi iates, Inc., 387 
F.2d 498 (1st Cir. 1968), wherein such relief was granted 
to restore balance between such proceedings upon reversal 
of an erroneous injunction prohibiting further proceedings 


in a state court action. 


In Hayes, plaintiff had a sales distributorship contract 
with defendant, a Michigan corporation. Defendant ean 
celled the agreement, Upon learning that plaintiff believed 
the cancellation to be in violation of local (Puerto Rican) 
law, defendant filed a declaratory judgment action in Michi- 
gan state court for a determination of its rights. Plaintiff 
then filed its suit in Puerto Rico local court. That action 
was removed to U. S, District Court. The federal court 
enjoined defendant from further prosecution of its Michi- 
gan state court action, and defendant appealed. The United 
States Court of Appeals for the First Circuit vacated the 
injunction and ordered that: 


no activity of any sort in this case may take place in 
the district court, except at the request of the defendani 
and the consent of the court, until there haye elapsed 
following receipt of mandate, as many days as the 
injunction was in effect. (387 F.2d at 502) 


a 


Similar relief from an improper injunction was granted 
in Canadian Filters (Harwich) Lid. v. Lear-Siegler, Inc., 
$12 F.2d 577 (1st Cir. 1969), wherein the court of appeals 
instrueted the distriet court to take no further proceedings 
in the action exeept with the consent of the defendant for 
a specified time, provided that the defendant proceed with 


reasonable diligence in the wrongfully enjoined action. 


Defendant Allied and those in active concert with Allied 
are presently enjoined from proceeding with the action in 
Texas. Unless this court orders an appropriate stay of 
proceedings in the district court ' pon vacation of the 
injunetion, plaintiff will have achieved a substantial ad- 
vantage by improperly enjoining proceedings in the Texas 
action. Sueh a result should not be permitted, and a stay 
the district court's proceedings should be ordered for 


a time corresponding to that of the injunction. 


D. This Court Is Requested To Determine Whether The 
More Appropriate Forum For Trial Of This Action 
Is Texas Or New York 


The authorities cited above establish that the present 
injuneticn cannot stand. However, inasmuch as it was а 
controversy concerning the appropriate forum that рге- 
cipitated the injunction being issued, Allied respectfully 
requests that this Court review the forum issue. Allied 
submits that the present injunction would not have been 

roper in this ease, even if proper removal jurisdiction 
lready had been found in the federal court in Texas. This 
issue forms part of this appeal since it addresses the pro- 
priety of the injunction. 


Alternatively, Allied requests this Court’s review of the 
denial of the transfer motion, since factors to be considered 


are analogous to those involved in enjoining proc.edings 


In another federal соц i ms Court may review such ап 
otherwise nonappealable order when it obtains jurisdiction 
of a ease via a proper interlocutory appeal. Semmes Motors, 
Inc. v. Ford Motor Co., 429 F.2d 1197, 1201 (24 Cir. 1970). 


Barber-Greene Со. v. Blaw-K nox Co., 239 F.2d 774, 776 (6th 


Allied submits that a Texas forum is appropriate in this 


1 


case since Texas is where the sources of proof are to be 


found tor both parties. The two principle issues in dispute 


m this ease are 


(1) whether the prefix “TEX” is distinctive of 
Texaco and its products; and 


) 


2) whether the publie is likely to eonfuse TEXGAS 
ith TEXACO. 


и addition, Allied intends to prove that Texaco is barred 
f its celain Бу laches and acquiescence for havine per- 
mitted over twenty years’ use of the TEX-GAS mark. much 
of the use being in Texas. 

The sources of proof on these issues are in Texas and 
the law whieh must be applied is in significant part the 


law of Texas relating to common law trademark rights and 


1 


unfair competition. 


1. The District Court's Denial Of The Transfer Motion 


The distriet court denied Allied's motion to transfer 
this case to the Southern Distriet of Texas (Houston 
Division) by an Opinion and Order dated September 17, 
1975 (App. 228a-236a). In that Opinion, the district court 
essentially held that Allied had not earried its burden to 
establish that the Southern District of Texas was more 


convenient than the forum chosen by Texaco (App. 236a). 


Allied does not wish to rehash the location of the parties’ 


employee vitnesses considered by the distriet court. ( Affi- 


davits at App. 79a, 95a, 115a, 121a, 123a, 127а, 131a). 


Texaco’s "essential" employee witnesses were predictably 


alleged to be convenient to New York, while Allied’s em- 
ployee witnesses w re equally predictably found in Texas 
where the Union Texas Petroleum Division of Allied, re- 
sponsible for all TEXGAS sales and marketing, is located 
(App. 84a). 


The district court indicated this action was national in 
scope (App. 221a) and found that the convenience of Allied's 
witnesses did not over ome Texaco’s choice of forum ( App. 
234a). The court did, however, acknowledge that Allied's 
laches defense would be more conveniently proven in Texas 
(App. 231a-232a ; 234a ; 235a-236a). That some advertising 
of TEXGAS produets had reached New York, and that a 
pendent claim was stated under the New York trademark 
law were also noted as mitigating against transfer (App. 
231a; 235a-236a). 

these were the sole factors to be considered in con- 
nection with transfer, Allied would not seek this review. 
But the distriet court took no note of the sources of proof 
avallable in the Texas transferee forum, and found erro- 
neously that “the pertinent witnesses are . . . under the 
control of the parties before the court." This is not the 
ease. The sourees of proof on the issues of absence of dis- 
tinctiveness of the TEX prefix, no likelihood of confusion, 


and laehes are in Texas — and not in New York. 


Hence, in seeking this review of the appropriateness of 
a New York versus a Texas forum, Allied requests that 
the Court consider the following four factors: 


l. There are absolutely no TEXGAS trademarked 
products sold in New York City. Moreover, the grava- 
men of Texaco's claim for trademark infringement is 
Allied's use of the TEXGAS mark for motor oil and 
gasoline service station sales. TEXGAS gasoline and 


th 


claims of Техас 

of Allied 

i centered 
years 


have 


aco establishing beyond peradventure 
s acquiesced in Allied’s use of the TEX 


is guilty of laches (App. 85а-59а). 


TEXGAS Produ 


The primary 
TEXGAS 
he public. 


‘und Went 


пе area 


о would like 
evi » and bring И a for 
York forum whieh has not been exposed to TEXGAS 
products, thereby to characterize Allied as an infringer of 
the well-known TEXACO mark. 


gasoline and LP gas ler the TEXGAS 


earried on T ites east of 


Although no TEXGAS LP gas is sold in New 
TEXGAS LP gas sales are sufficiently 
t Allied does 1 predicate 
LP gas locations. Texaco's LP gas business 
he significant. Texaco does sell gasoline 
nd automotive products under the TEXACO brand in all 


states (App. 6a). 


gravanien of Texaco’s complaint here goes to service 


station sales of gasoline, motor oil. and like automotive 
products. “е closest TEXGAS service + ation to New 
York City is located in the x icinity of Me 


over 900 miles away (App. 36a ). 


There are presently over 200 TEXGAS 
stations over half of which ar 
За), the remainder being locat 
Те 
TEXGAS mi 


nnessei 


been со 


In cireumstanees such as this, Allied should have ready 
access to trial witnesses v | ment ` Ol the consuming 
publie and who have encountered both tra lemarks. There j 
no such access in New York City, ат 
New York State or surrounding state . Such access to the 
purehasing publie exposed to the use of both marks has 
been considered very important bv courts in trademark 
cases. In Holiday Rambler Coi p. v. American Motors Corp., 
254 F.Supp. 137, 139 (W.D. Mich. 1966), the court con- 
sidered a transfer motion in a trademark infringement 
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New York City e no Tergas products are sold in Neu 


York City. Texaeo did name some individuals in Maine 


itnesses How- 


apparently 
кти ledge. 


like most 


) (3. DN.Y. 


availability 


motion: 


BT positions, deadening and one-sided, are a poor sub- 
stitute for live testimony especially where, аз her 
vital issues of fact may hinge on credibility. In dete: 

ing like the impact of 


facts. Thus, the 
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| dramatis pers На 
ansfer which de fendant seeks will not only serve the 
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ty 
( 
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convenience of witnesses but, more importantly, 
ends of justice. (213 F.Supp. at 382-383, footnote omit- 


ted.) 
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Tex-O-Lene Oil Co. business unknown 

Texaro Oil Co oil royalties 

Texam ОП Division ule oil producer 

Energy Resources 

( orp.) 

Textel Petroleum Corp. oil producer, located Los 
Angeles with brancl 
office in Dallas 


Elsewhere in Texas ard Surrounding Area 


Tex-Mem Oil Co. oil producer, located in 


Vichita Falls, Гехаз 

Tex-Sun © (‘orp d er in oil leases 
located Corpus Chi 
Геха 

Texeclk Corp ind gas operator 
lot d Corpus (Christ 
Texa 

Texpet Oil Co vholesale and retail 


petroleum products 
located San Antonio, 
Texas 

Tex-lon Oil Co. sales of bulk petroleum 
products, located Austin, 
Texas 


гежап Oil Co oil and gas producers 
located Tyler, Texas 
Texo Oil Corp. oil and gas producers 


located Ardmore, 
Oklahoma 


comment 


suppos TIAS 
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involved 
may be compelled to attend 
vhom would find it more con 


attend а trial in Texas rather 


n Law Trade 
) Must Be 


Heti 
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(b) Materna 


jurisdiction of Texaco’s assertions of common law trade 


infringement and unfair competition. 


\ceordingly, 


» district court to 


apply state law to a since there 


TEXGAS sales of ga tl in New 
and no TEXGAS Vice stations i сем York, all 


allegations of unfair сопу l and common lm 


activi 
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ч imfringemet related о 
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ies would 


appear to require application of the Таз Г ste foreign 


The determination of which state law is to be applied 


imences by application of the conflicts law of the forum 
» the federal court sits. Glenn v. Adve rfising Publica 
Inc., 251 F.Supp. 889, 905 (S.D.N.Y. 1966). 


York conflicts law, New York cour 


Under 
would apply 


law where the “center of gravity” of the entire 


controversy between Texaco and Allied exists. 
N.Y.2d 473, 240 N.Y.S.2d 743, 97 
/ fy of 1! $ se 15 f 
TEXGAS gasoline sale 
Хо 


а O 


TEXG AS, a a long histor) of interaction and dealings 


between the parti S, Texaco has а significant presence in 


Texas and has used its TEXACO mark to a significant 


extent in Texas (App. 73a-75a). 
Therefore, by any rat;onale, Texas law will play a 

major role in the resolution of Texaco's pendent counts 

of common law trademark infringement and unfair com- 


petition. 


Texaco also joined in its complaint a claim under the 


New York state trademark dilution statute (App. 18a 


19a). Considering the amount of use of the TEXGAS 


testimony. Again, 


IPIT Ги 
ü d ) ms whiel 


4 


erred to in brief but which do n 


ury 


hefore anothe 


onsiderations 


dà TEX AC 


The naming of witnesses at this early 


tion of the present complexity, to establish “convenience 


for trial", is at best a mere speculatio . Moreov« Е. emploi 


ee witnesses or agents of the party which each party might 
call on his own behalf in a ease of this tvi e, Which involves 


no particular personal activity of ап idual, may be 
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drawn from a pool of employees which will remain available 


to each party as a source of proof. It is the sources of proot 


outside the corporate parties which must be controlling 
in determining the forum. These sources of proof are cer- 
tainly more accessible in Texas than New York. They are 


— the people who are or are not likely to be соп- 
fused by the use of the TEXGAS mark; 

-the people who were or were not actually con- 
fused by observing the TEXGAS or TEXACO marks 
in the same marketplace ; 

— the people who may or may not have used marks 
or names including the prefix TEX for so long as to 
establish no unique association of the prefix with 
TEXACO; 

the people in Texaco and elsewhere in th^ petro- 
leum industry who saw and dealt with the TEXGAS 
mark for over two decades of open п. 


These are the sources of proot which will provide rele 
vant evidence. The facts developed will be interpreted to 
a significant extent under Texas state law. Texaco has 
argued that there has been unfair competition in New York 
for which it х, ks redress! If that be the case, how much 
more must have oceurred in Texas, where the TEXGAS 


mark has been long and widely used. 


It is only by reviewing the irue sources of proof that 
the forum should be determined in this ease. When this 
Court makes such a review, the decision that a trial in 


Texas would be “in the interest of justice” will be apparent. 


Allied requests a review of the question of forum, and a 
determination dissolving the injunction against any pro 
ceedings in Texas, or, alternatively, a trausfer of this action 
to the Southern District of Texas. 


V. 
CONCLUSION 


The district court’s injunction against proceedings in 
the Texas action is in direct conflict with the prohibitions 
of 28 U.S.C. $2283 and must be vacated. 


To baiance the positions of the parties with respect to 
he pending state and federal court actions, the New 
York federal action should be stayed for a time at least 
equal to that during which the injunction was improperly 
entered. 


Finally, following a review of the appropriateness of 
the New York versus the Texas forum, an order which 
effects the trial of this case in Texas, by dissolving the 
injunction as against any Texas proceeding or by transfer 
of the New York action to Texas, should be entered. 


ARNOLD, WHITE & DURKEE 
2100 Transeo Tower 
Houston, Texas 77027 
(713) 621-9100 

Attorneys for 
Defendant-Appellant 


Of Counsel: 
WiLLIAM К. Guip 
Nims, Howes, CoLLISON & IsNER 
69 Kast 42nd Street 
New York, N. Y. 10017 
(212) 682-4590 
JAMES V. MAHER, JR. 
ALLIED CHEMICAL ConPOPA1;UA 
P. O. Box 1057 R 
Morristown, N. J. 07960 
(201) 455-5021 


ADDENDUM 
la 


November 24, 197 
Mr. Tommy Allison 
Deputy Clerk 
United States District Court 
P. О. Box 3684 


Beaumont, Texas 17704 


2 


RE: Allied Chemical Corporation, 


et al v. Texaco Ine. 
Civil Action No. В-75-360-СА 
Dear Mr. Allison: 
Pu: nt to vour request in our telephone conversation 


Judge Pierce’s Orders of November 6, 1975 and November 


As I noted in our conversation, we believe that any 


vOVel 24, 1975, I am forwardine herewith copies of 


further processing whatever of this case by Judge Steger 


pending further proceedings in New York will raise unduly 
complex issues whieh n av be avoided by referring the case 
to the Court's inactive docket. As an example І noted that 
the filing of further papers by Texaco while the Plaintiffs 
are restrained from responding to such papers, could be 
viewed as à bad faith exereise, On the other hand, the 
contentions which the Plaintiffs would have to make to 
support their Motion to Remand ат arguably subject to 
the doctrine of estoppel by reason of tne New York Court's 
Finding . " Fact No. 1 in its November 6, 1975 Order. 

It is our desire to handle this eomplex matter in the 
manner most satisfactory to Judge Steger. 

Thank vou for vour consideration. 

Very truly. vours, 

1 


JAS mw Signed: 


JOHN А, NIEGEE 
Enelosures Joun A. SIEGER 
CC: Mr. Wendell C. Radford 


Mr. John G. Tucker 


Mr. James B. Swire Е 


Mr. John Е. Lynch 


да 


JOHN с. TUCKER ORGAIN. BELL & TUCKER 


ek а ATTORNEYS AT-LAW PO cen 
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J. HOKE PEACOCK 1 
LAWRENCE | GERMER 
JOHN CREIGHTON 11 
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J. B. WHITTENBURG 


Re: Allied Chemical Corporation, et al 
vs. Texaco, ше.; Civil Action B-75-360-CA 
U.S. District Court, Eastern District of Texas, 


Beaumont Division 


Mr. Tommy Allison, Deputy Clerk 

United States Distriet Court 

P. O. Box 3684 

Beaumont, Texas 77704 
Mr. Allison: 


feel it is appropriate 


or Texaco, sent л le Judge Pierce's orders of 


November 6 and Nov 


Dy these orders, Judge Pieree enjoined Allied Chemical Cor 


rents, servants, emplovees and attor- 
rsons in aetive concert ol participa 


De deney of tiv New York 


action, from taking any steps in furtherance of or pro- 


ceeding in any way with this cause, which was originally 
instituted as No. E-102,534, District Court, Jefferson 
County, Texas, and removed to this Court. 

In the New York proceedings, Allied Chemical Corpora- 
tion filed a Motion for Suspension or Modification of the 
Injunction pending appeal, and as shown by the enclosed 
copy of the order in such cause, this motion was, on Decem- 
ber 1, 1975, denied. 


Deputy 


lave been informed that Allied has now taken ап 
eal from this injunction to the United States Court ot 
peals, 2d Cireuit, where it is now pending. 


se circumstances, I hope it is appropriat 


equaint X and. ve Steger of the status 
to suggest that this cause be put on 
li he app 
Viola 
respond. 


u 


proceed 


JGT :dw 


Enclosur: 

се: Mr. Wendell С. Radford 
Denekenstein, MeNicholas, Oxford. 

Radford & Johnson 

605 San Jacinto Building 
Beaumont, Texas 77701 
Mr. John F. Lynch 
Arnold, White & Durke 
2100 Transeo Tower 
Houston, Ti 
Mr. John А. 
Texaco, Ine. 
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Houston, 

Mr. Paul L. Kennedy 
Rogers, Hoge & Hills 

90 Park Avenue 

New York, New York 10016 
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